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SUMMARY 


Burma enjoyed a real growth rate of 7.7 percent in Gross Domestic 
Product (GDP) in 1981-82, continuing for another year this 
country's modest program of economic recovery. Under Burma's 
third Four Year Plan which ended on March 31, 1982, a real growth 
rate in GDP of 6.8 percent was achieved while inflation was held 
to less than 3 percent. In contrast, Burma achieved only a 5.0 
percent growth rate under the second Four Year Plan (1974-78) 
with inflation averaging 15 percent per year. 


Burma's economic achievements in 1981-82 were the product of high 
growth rates in agriculture (9.2 percent), forestry (13.1 percent), 
and mining (15.8 percent). Over the four year plan, these three 
sectors have been the foundations of Burma's export program and 
have averaged roughly 8 percent per year in terms of real growth. 
Burma's industrial sector also enjoyed a 9 percent growth rate in 
1981-82, as the import substitution program for commodity and 
consumer goods began to show results. 


Burma's improved economic performance has been accomplished with 
two major problems -- a growing debt servicing burden and a 
decline in the production of crude oil. Overall exports in 
1981-82 did not meet targets and declined in dollar terms. The 
result was an increase in the debt service ratio to almost 34 
percent of exports. The problem has reached this magnitude 
because Burma has relied almost entirely on foreign loans to 
finance its economic recovery. More critically, perhaps, Burma's 
domestic petroleum sector has not kept pace with overall economic 
growth and crude oil production dropped for the second year in a 
row. The lack of diesel is beginning to affect a large number of 
development projects, especially in the agricultural sector. 


Burma has favored loan capital over private foreign and domestic 
investment in financing its economic recovery. There have been 
no foreign private investments made in Burma the past 20 years 
and none are expected in the near future. Opportunities for 
trade, however, are improving rapidly, and U.S. firms have more 
than doubled their exports to Burma in the past four years, 
maintaining about 10 percent of the market in the face of strong 
Japanese competition. American companies have become important 
Suppliers to Burma's oil sector and to major development projects 
funded by the Asian Development Bank and the World Bank. 


CURRENT ECONOMIC SITUATION AND TRENDS 


BURMA MAINTAINS ITS MODEST ECONOMIC BOOM IN 1981: Burma maintained 
the momentum of its economic recovery program in 1981-82, 

achieving another good year with a growth rate reaching 7.7 
percent. Over the third Four Year planning cycle ending in 1982, 
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3urma's GDP averaged a 6.8 percent annual growth while maintaining 
inflation rate of less than 3 percent. Burma's GDP now 


nearly US$6 billion, double the 1961-62 figure in terms of 
producer prices. Foreign trade, which has doubled over 

st four years, reached USS$1.4 billion or about 95 percent of 

61-62 figure in terms of constant producer prices. 


cord of economic achievements over the past seven years 
harply with its economic performance during the first 
the socialist government. After the government of 
Win took power in 1962, Burma's economy nearly 
reaching its nadir in the first five years of the 
economic growth fell to less than 1.5 percent per 
a negative 3 percent growth rate in 1972-73 in 
isastrous rice harvest. At the same time the 
nearly 30 percent, sparking labor unrest and 
throughout the country. 
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"GREEN PEVOLUTION" REMAINS THE CORNFRSTONFE CF ITS DEVELOP- 
STRATEGY: As an agricultural society, Burma iS unique among — 
leveloping nations in that it is a net exporter of food and 

oducts. Agriculture exports account or 60 percent of 
foreign exchange earnings. In a drive to increase 
ltural production and expand exports, the Ministry of 
and Forests has promoted two major campaigns in the 
-- the high-yield variety (HYV) programs for several 
and a special, multi-cropping program for Lower Burma 
to expand acreage in winter crops. The HYV program in 
began in 1975-76 on several experimental plots in Taikkyi 
Rangoon Division. Since that tim he vrogram has aqrown 
78 townships -- most of which are in the Lower Burma 
Thanks to the HYV program, paddy producticn has 
remarkable 65 percent nationwide to 13.9 million 
in 1981-82. 
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Ministry of Agriculture and Forests expanded the HYV concept 
include 18 other crovs in 1979-80. This new initiative has 
ieved equally impressive results. Wheat, maize, and sunflower 
tion have tripled and cotton production has doubled; peanut 
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and sugarcane yields have also risen, but only by a modest 50 
percent. There are currently 64 townships in the program for 
crops other than paddy, but in the coming year 22 more townships 
will join with greatly expanded acreage planned for wheat, maize, 
and oilseeds. 


The special multi-cropping program in Lower Burma is closely 

tied to the HYV effort and reflects the Burmese Government's 
interest in raising farmer incomes. Although Burma has a mild 
tropical climate and adequate water supplies, the cropping 
intensity ratio was only 107 percent in 1961-62. In other words, 
only 7 percent of the sown acreage was being cropped twice in 

the same year. The cropping intensity this year will reach 120 
percent, primarily because of the Government's efforts to promote 
the planting of oilseeds and vulses after paddy in Lower Burma. 
By the year 2000, the Agriculture Corporation hopes to achieve 
140 percent. In 1979-80, when the program began exverimentally, 
there were only 50,000 acres in oilseeds under cultivation in 
Lower Burma. This year the acreage will exceed one-half million, 
and the Agriculture Corporation expects to achieve its slogan of 
transforming the delta region from a "rice bowl" into an "oil pot." 


FORESTRY, MINING SECTORS ALSO SPUR BURMA'S ECONOMIC RECOVERY: 

Both Burma's forestry and mining sectors also contributed Signi- 
ficantly to Burma's overall growth pattern in 1981. Expansion in 
the forestry sector topped 13 percent and the mining sector 
registered a 15.8 percent growth. In the forestry sector, Burma's 


state Timber Corporation boosted teak production 25 percent to 
500,000 cubic tons and hardwood production to 800,000 cubic tons. 
As a result, teak and hardwood exports accounted for more than 
25 percent of Burma's total foreign exchange earnings in 1981-82. 


Production in Burma's forestry sector is now greater than in the 
pre-war period. This has been the result of mechanizing the 
sector in three project areas in Lower and Upper Burma which the 
World Bank and the Asian Development Bank have financed since 
1974. The Timber Corporation is now making a significant effort 
to upgrade its milling and processing facilities in an effort to 
export more in the way of finished products. The World Bank is 
financing a Wood Industries project and has a second one on the 
drawing boards for the coming year valued at US$50 million. 


The mining sector has also benefited from new investment. Tin 

and tungsten production rose 45 percent in 1981 with the completion 
of the World Bank-financed project for tin dredging in the Heinze 
Basin and rehabilitation of the Kanbauk mine. Silver, zinc, and 
lead production also rose about 30 percent following the successful 
renovation of the Bawdwin minina complex in the Shan State, and 

for the first time in Burma's history, sponge iron is being 
produced at a new plant located in Maymyo. In total, the mining 
sector will probably account for 10 percent of Burma's exports 

in 1981-82. 
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INDUSTRIAL PRODUCTION ALSO GROWS: Burma's recent economic recovery 
has helped diminish the impact of the shadow economy and has 
reduced the role of the black market in supplying Burma's consumers 
with foreign-produced commodities. Burma's factories now manu- 
facture blankets, paper, towels, sheetglass, bicycles, and water 
pumps -- all of which were imported before 1962. Output of 
products manufactured locally prior to 1962, such as cement (up 

10 times), cotton yarn (up 5 times), gunny bags (up 3 times), and 
aluminum ware (up 4 times) has increased dramatically. 


As evidence of this change, Burma's index for processing and manu- 
facturing goods has risen steadily since 1974, when it reached the 
low of 91.8 (base year = 1970), to 151.7 in the past fiscal year. 
The index covers the complete range of commodity goods from 
foodstuffs to electrical hardware. As further evidence, the 
Minister for Planning and Finance announced at the March session 
of the National Assembly that Burma's processing and manufacturing 
sector had grown 9 percent in 1981-82 and that the production of 
consumer and commodity items had reached a volume of US$250 million 
this past year, about 50 percent more than the total on the 

shadow economy. 


As a result of this new competitiveness on the part of. the state 
sector, prices on the shadow economy plummeted over the past three 
years. In 1979 the Burmese man in the street would have paid 
5,000 kyat for a first-class cassette radio; today, the cost is 
Slightly more than 500 kyat. For other black market items such as 
cloth, automobile tires, and even electrical appliances, prices 
are at least 50 percent less than three years ago. The decline in 
prices on the shadow economy has contributed to Burma's overall 
economic stability and helped maintain a low consumer price index 
and rate of inflation over the past four years. 


DEBT SERVICE PROBLEM GROWS WITH POOR EXPORT PERFORMANCE IN 1981: 
Burma has capitalized almost all of its new investments in recent 
years with foreian loans -- many of which are at concessional 
terms -- from bilateral and multilateral donors. Japan has been 
the largest donor, accounting for almost 40 percent of Burma's 
total external, disbursed debt of USS$1.8 billion. One result of 
this heavy reliance on foreign loans has been a growing problem 
of debt servicing. In 1980-81, debt service amounted to about 
25.4 percent of exports. If Burma had reached its export target 
of 3.76 billion kyat in 1981-82, debt service costs would have 
equalled 28.7 percent of exports. 


Burma's exports did not meet their targets, however, as the Minister 
for Planning and Finance told the March 1982 session of the National 
Assembly. Exports increased only marginally from 3.18 billion kyat 
to 3.24 billion kyat, according to his report. Because the dollar 
appreciated against the kyat (which is pegged officially at 8.5 

kyat to the Standard Drawing Right) by about 8 percent over the 

past year, exports in dollar terms actually dropped. At the same 
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time the debt service ratio increased significantly, accounting 
for 33.7 percent of exports. Even if Burma reaches its rather 
ambitious export target of 4.25 billion kyat for the coming 

year, debt servicing will still total about 29 percent of exports. 


BURMA'S ENERGY CRISIS STILL MOST IMPORTANT OBSTACLE TO FUTURE 
GROWTH: The production of crude oil in Burma continued to decline 
in 1981-82. Having reached a high of 11.02 million barrels in 
production in 1979-80, the Burmese Government contracted for one 
million barrels in exports to Japan. Since then, Burma's state 
Oil corporation, Myanma Oil, has faced a series of reverses. In 
1980-81, production fell 9 percent to 10.11 million barrels, and 
this past year production dropped another 4 percent to about 9.75 
million barrels. 


Burma has been able to counter some of the demands for more energy 
resulting from its current economic boom by increasing electrical 
energy production by 14 percent. This was accomplished by 
increasing the generation of natural gas (up 11 percent) and 
hydropower (up 20 percent). The growth in electrical energy has 
not reduced the demand for diesel fuel throughout the country, 
however, especially at larger development project sites where 
diesel is the main fuel. A sharp drop in the availability of 
diesel has also had an adverse effect in the agricultural sector 
where the shortage of diesel to operate small pumps is becoming 
acute. Pre-monsoon jute production, for example, which depends 
upon low lift pumps for irrigation, dropped from around 92,000 MT 
to 30,900 MT in 1981 because of the diesel shortage. 


In November 1981, the Prime Minister announced the discovery of 
three new oil fields. Two of the fields in the Irrawaddy Delta 
appear to be especially promising, but production from all of 
these fields has been insignificant to date. Only one of the 
three fields is currently producing oil. This is at Htantabin 
where Myanma Oil is currently pumping about 1,000 barrels per 

Gay -- less than 5 percent of Burma's national production. 
Announcing promising seismic data alone will not increase 
oroduction, and Myanma Oil must prove out all three of the fields 
before the problems of declining vroduction will be solved. 


Burma's national leadership has come out aqainst any imports of 
crude oil. In May 1982, the new refinery at Mann (with a capacity 
of 25,000 barrels per day) will come onto line, and Burma's total 
refining capacity will reach 55,000 barrels per day. According 

to statistics recently released at the National Assembly session, 
Burma is currently refining less than 20,000 barrels per day in 
refined products. Under these circumstances, Burma's planners 

may find it advantageous to import some crude oil, given dropping 
world prices, to maximize growth potential as well as to export 
refined products. 
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IMPLICATIONS FOR THE UNITED STATES 


FOREIGN PRIVATE INVESTMENT NOT EXPECTED IN NEAR FUTURE: Although 
several joint ventures were underway in Burma prior to the adoption 
of a socialist economic system in 1962, the Government nationalized 
all of them in the mid-1960's, and no new foreign private invest- 
ment has taken place since that time. In 1976, in a significant 
policy shift, Burmese officials expressed a willingness to enter 
into "mutually beneficial economic cooperation" with foreign public 
or private enterprises in cases where Burma lacks the necessary 
technology or capital infrastructure. 


The Government has never defined what it means by "mutually bene- 
ficial economic cooperation," but it is generally assumed that 
under this formulation, foreign firms might undertake joint 
projects with Burmese state corporations on an equity-sharing 
basis. In fact, however, the Government has discouraged such 
proposals by failing to adopt an investment code or to enact 
preferential policies, such as tax concessions or tax holidays, 

for such ventures. The Government policy of considering investment 
proposals on a case-by-case basis has not yet led to any new 
private foreign investments in Burma. 


U.S. firms which are looking for short-term investments with quick 
returns will not find them in Burma. There is no prospect in the 
near future of establishing joint ventures with foreign equity 
shares. Proposals, however, which are flexible and innovative and 
meet the special needs of the moment might prove attractive to 
Burmese planners. Countertrade proposals, for example, appear to 
have some viability. 


The long-term investment picture may be better. Burma cannot meet 
all of its capital investment needs through loan capital. Such 
financing will only increase the growing debt service problem. 

When Burma's national decision-makers recognize the extent of this 
problem and regularize investment procedures for private foreign 
investment, opportunities for investment may well appear in 

several sectors. Burma has already identified possible areas for 
future private investment: These include heavy industry projects, 
the petrochemical sector, and offshore oil exploration and develop- 
ment. Enterprises which earn foreign exchange through exports or 
produce import substitutes, especially in the light industry sector, 
may also prove attractive in the long term. 


U.S. BUSINESSES IN BURMA FACE STIFF COMPETITION FROM JAPAN: Wig. 
firms interested in doing business with Burma face a number of 
strategic and operational problems in competing in the market. 
Japan is the most active competitor in Burma -- as in the rest of 
Southeast Asia. In 1980-81, Japan accounted for 43 percent of all 
of Burma's imports and in 1981-82 for 40 percent. Japanese 
businessmen have been particularly active in securing government 
contracts for projects financed by the World Bank and Asian 
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Development Bank here. They have also benefited from the fact 
that Japan is Burma's largest aid donor -- providing roughly US$200 
million in aid ver year -- most cf which is tied. 


Japanese businessmen also have the advantage in that several large 
Japanese trading houses -- Mitsui, Sumitomo, Mitsubishi, Nichimen, 
Daimaru, Nisho-Iwai, and Kinsho-Mataichi -- are all allowed to 
maintain offices in Rangoon. No other foreign businessmen are in 
residence in Burma. These Japanese firms operate officially as 
buyers of Burmese exports. Japan purchases less than 10 percent 
of Burma's total exports per year, however, and these businessmen 
are here largely to promote Japanese exports to Burma. They are 
assisted by the fact that the only foreign bank with a representa- 
tive office in Pangoon is the Bank of Tokyo. 


Other foreign businessmen -- including Americans -- must rely on 
the Inspection and Agency Corporation of the Burmese Government to 
look after their interests. Most firms also seek local agents or 
"technical representatives" to serve their needs. With communica- 
tions between Burma and the rest of Southeast Asia difficult at 
best, these representatives are for the most part not as effective 
as the Japanese resident businessmen. 


U.S. EXPORTS TO BURMA NONETHFLFSS CONTINUE TO RISE: Althouach faced 
with stiff competition, U.S. firms continue to hold onto about 10 
percent of the market in Burma. Imports to Burma worldwide have 
more than doubled in the past four years, and U.S. exports to Burma 





have also kept pace over this same period, reaching US$80 million 
in 1981-82. The majority of export sales were to the state oil 
corporation, Myanma Oil, for oil service equipment, but Burma has 
also bought significant quantities of agricultural chemicals and 
heavy, construction-related equipment. U.S. firms have also been 
active in promoting pharmaceutical products and are beginning to 
sell some communications equipment for the first time. 


The revival of the U.S. AID program in Burma is also creating new 
export opportunities for qualified U.S. firms. AID is sponsoring 
a sizeable health program, purchasing imported medical equipment 
ana other health-related commodities. AID's newest project is in 
the agriculture sector in support of the Ministry of Agriculture 
and Forests maize and oilseed program. The project will require 
major imports of fertilizer and agricultural equioment. 


U.S. firms doing business with Burma should be aware that the Govern- 
ment handles all foreign trade on a tender basis. The lead time 
between the issue of the tender and the closing date for bids is 
often too short, however, and the U.S. Department of Commerce TOP 
Program cannot always bridge the time gap. As a result, many U.S. 
firms depend upon local representatives to obtain news of tenders 

and to advertise their products. Information on available products 
on the world market is in short supply here, and Burmese planners 
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